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ECONOMIC IMPACT OF REINSTATING THE 

BIODIESEL TAX CREDIT THROUGH 2013 

Executive Summary 

Prepared for the National Biodiesel Board 

John M. Urbanchuk 

Technical Director- Environmental Economics 

November 27, 2012 

The purpose of this study is to examine the economic impact that would have occurred 

had the biodiesel tax credit been in place in 2012 and reinstated for 2013. Had the 

biodiesel tax credit been in effect an additional 300 mill ion gallons of biodiesel would be 

produced in 2012. Reinstatement of the tax credit in 2013 will increase biodiesel 

production by an additional470 million gallons. The overall economy will benefit from 

the activity generated by additional biodiesel output created by reinstatement of the 

biodiesel tax credit. 

Had the tax credit been in place during 2012: 

• The biodiesel industry would have supported more than 83,000 jobs throughout 

the entire economy, 19,200 more than without the tax credit. 

• $4.4 billion of household income would have been generated, $962 million more 

than without the credit. 

• The economy measured by GOP would have been $1.8 billion larger than 

otherwise 
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Reinstatement of the tax credit for 2013: 

• Will support more than 112,000 jobs in all sectors of the economy, 30,000 more than 

would be supported by just meeting the RFS2 target of 1.28 billion gallons. 

• $5.8 billion of household income will be generated, $1 ,6 billion more than without the tax 

credit, and 

• Value-added output will increase an additional $3.1 billion for a total contribution of 

nearly $11 billion to aggregate GOP. 

Analysis 

In 2011 , with the biodiesel tax credit combined with the renewable fuels program (RFS), the U.S. 

biodiesel industry produced nearly 1.1 billion gallons of biodiesel - 300 million gallons more than 

the minimum requirement of the RFS. In 2012, after a consistent month-by-month start to the 

year, and after expiration of the tax credit on December 31 , 2011 , biodiesel production has 

tapered off in recent months. The National Biodiesel Board, the industry trade association, is 

projecting that production in 2012 will reach only 1.0 billion gallons, less than was produced in 

2011 . Reinstatement of the biodiesel tax credit combined with expanded use of biodiesel 

consistent with the Advanced Biofuels targets provided for under the federal Renewable Fuels 

Standard (RFS2), will support additional jobs in all sectors of the economy, increase value 

added output measured by GOP, and generate additional household income for all Americans. 

Since its enactment in 2004, the unique structure of the $1.00 per gallon biodiesel tax incentive 

has played an important role in the fuels marketplace. Specifically, the incentive's structure as a 

blenders excise tax credit allowed the credit's value to be reflected in the market price of the 

fuel. When combined with the RIN 1 credit values for biodiesel established by the marketplace, 

the tax credit makes biodiesel prices competitive with petroleum diesel fuel and reduces fuel 

costs for consumers. This is illustrated in Table 1 which compares the price of biodiesel (FOB, 

Iowa plant) with the price of No. 2 diesel (refiner sales, Iowa) for 2011 and 2012 (Jan-Oct). 

1 Renewable Identification Number under the Renewable Fuels Program. 
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Table 1 
Biodiesel and Diesel Prices, Iowa 

2011 2012 

#2 Diesel, Refiner Sales lowa2 $3.07 $3.10 
Biodiesel FOB Iowa plane $5.17 $4.55 
Biodiesel RIN4 $1.18 $1.27 

Biodieselless RIN $3.99 $3.28 

Biodiesel Tax Credit $1.00 NA 

Net Biodiesel $2.99 $3.28 

Diff {biodiesel vs. #2 Diesel) -$0.08 $0.18 

As can be seen in Table 1 the combination of tax credit and RIN made biodiesel cost 

competitive with petroleum in 2011 . With removal of the tax credit in 2012 biodiesel was again 

more expensive than petroleum diesel. 

The biodiesel industry estimates that had the biodiesel tax credit been in place during 2012 an 

additional 300 million gallons of biodiesel would have been produced for a total of 1.3 billion 

gallons. The RFS2 requirement for bio-based biodiesel for 2013 has been announced at 1.28 

billion gallons. Again, the biodiesel industry expects that if the tax credit were in place next year, 

biodiesel production would increase by as much as 470 million gallons to 1. 75 billion gallons.5 

2 EIA Refiner Petroleum Product Prices by Sales Type 
http://www.eia.gov/dnav/peUpet_pri_refoth_dcu_SIA_m.htm 

3 USDA Livestock & Grain Market News, National Weekly Ag Energy Round-Up, average of Jan through Oct 2012. 

4 FAPRI Baseline Review, 2012. http://www.fapri.missouri.edu/baselinereview2012/ Calendar year 
interpolated from marketing year data. RIN values are expressed on a "wet gallon" basis. The equivalent 
values are $0.78 perRIN in 2011 and $0.85 perRIN in 2012. 
5 From a market perspective, biodiesel competes with other advanced biofuels. In 2012, 2.0 billion 
gallons of advance biofuels are required in the U.S. marketplace and it is anticipated that 2.75 billion 
gallons of advanced biofuels will be required in 2013. With the tax credit in place, biodiesel will compete 
with imported Brazilian ethanol which has been designated an advanced biofuel by EPA. With the $1 .00 
per gallon tax credit, domestic biodiesel is less expensive that imported Brazilian ethanol. As a result, 
obligated parties are expected to use more biodiesel than they otherwise would without the tax credit. 

www.cardnoentrix.com 
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The biodiesel industry spent an estimated $4.3 billion to produce one billion gallons of biodiesel 

in 2012. Had the biodiesel tax credit been in place and production reached 1.3 billion gallons, 

total spending would have totaled $5.6 billion. Assuming the tax credit is reinstituted in 2013 

and production increases to 1. 75 billion gallons, industry expenditures would reach $7.6 billion 

(at current prices). 

Expenditures for raw materials and other inputs to manufacture biodiesel represent the purchase 

of output of other industries. This spending circulates throughout the entire economy several fold 

stimulating aggregate demand, supporting the creation of new jobs, generating household 

income, and providing tax revenue for government at all levels. 

Methodology 

We estimate the impact of the biodiesel industry by applying expenditures by the relevant 

supplying industry to the appropriate final demand multipliers for value added output, earnings, 

and employment. To understand how the economy is affected by an industry such as biodiesel 

production it is necessary to understand the way in which different sectors or industries in the 

economy are linked to each other. For example, in the renewable fuels production sector, the 

biodiesel industry buys, among its varied feedstocks, soybean oil from the oilseed processing 

industry, which, in turn, then buys soybeans from the agriculture sector, which purchases crop 

production products and fertilizers from the agricultural chemicals industry, which in turn 

purchases from a range of other industries. Expenditures on other feedstocks such as other fats 

and oils including recycled oils and grease represent purchases of output from the waste 

management sector. These are referred to as backward linkages. Use by other sectors of 

natural gas as an input, such as in manufacturing operations, is called a forward linkage. The 

natural gas production and transmission industries are linked through both forward and 

backward linkages to other economic sector. 

The household sector is linked to all sectors as it provides the labor and management needed 

by each. In turn, changes that affect the incomes of the household sector typically have more 

significant impacts compared to a change in the sales of other sectors. This is because 

households typically spend most of their income in both retail and service industries. 

www.cardnoentrix.com 
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This study utilizes an economic model known as 1M PLAN (Impact Analysis for Planning) to 

develop this understanding of the economy, including the sectors that support the biodiesel 

industry, the links between them, and the level of economic activity. 1M PLAN is a commonly 

used economic input-output (1-0) model. 1-0 models are constructed based on the concept that 

all industries within an economy are linked together; the output of one industry becomes the 

input of another industry until all final goods and services are produced. 1-0 models can be used 

both to analyze the structure of the economy and to estimate the total economic impact of 

projects or policies. For this analysis, a model for the U.S. economy was constructed using 

2012 IMPLAN software and data (the most recent available) and used to estimate economic 

impacts of the biodiesel industry. 

IMPLAN models provide three economic measures that describe the economy: value added; 

income; and employment. 

• Value added is the total value of the goods and services produced by businesses in the 

county and are generally referred to as GOP. It is equivalent to the sum of labor income, 

taxes paid by the industry, and other property income or profit. 

• Labor income is the sum of employee compensation (including all payroll and benefits) 

and proprietor income (income for self-employed work) . In the case of this analysis, 

demand for soybean oil to produce biodiesel supports farm income through higher crop 

receipts than would be the case without biodiesel production. The impact of this higher 

farm income is evaluated on a gross basis in this analysis. That is, the model does not 

factor in the distributional effects on consumers from higher soybean or soybean oil 

prices (i.e. reduced spending on non-food goods and services). 

• Employment represents the annual average number of employees, whether full or part­

time, of the businesses producing output. Income and employment represent the net 

economic benefits that accrue to the region as a result of increased economic output. 

Th is analysis updates previous estimates of the economic impact of the biodiesel industry. 

The primary differences between these results and previous estimates stem from using 

current (January through October 2012) prices for inputs; more accurate estimates of 

feedstock composition (60 percent of biodiesel produced from soybean oil and 40 percent 

www.cardnoentrix.com 
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from other fats and oils); and use of updated 1M PLAN multipliers. In particular, the 

employment multipliers for the waste management industry within 1M PLAN which includes 

the collection of other fats and oils are higher than those for the soybean processing 

industry. Consequently expenditures for other fats and oils result in a larger economic 

impact than was previously estimated. 

Results 

Expansion of biodiesel production consistent with extending the biodiesel tax credit provides a 

stimulus to the economy in terms of expenditures for feedstocks and other inputs, goods and 

services required to produce biodiesel. As these expenditures circulate through the economy, 

they will generate valued added output (GOP) and household income, and support jobs in all 

sectors of the economy. The economic impacts of reinstating the biodiesel tax credit for 2013 

and estimation of what would have been realized in 2012 had the tax credit been in place are 

summarized in Table 2. 

Table 2 
Economic Impacts of Reinstating the Biodiesel Tax Credit 

2012 2012 
Actual With Tax Credit Chang 

e 
Production (Mil Gal) 1,000 1,300 300 
Employment (Jobs) 64,044 83,258 19,213 
Income (Mil 2021 $) $3,208 $4,170 $962 
GOP (Mil 2012$) $6,088 $7,915 $1,827 

2013 2013 
No Tax Credit With Tax Credit Chang 

e 
Production (Mil Gal) 1,280 1,750 470 
Employment (Jobs) 81 ,977 112,078 30,101 
Income (Mil 2021 $) $4,106 $5,754 $1,648 
GOP (Mil 2012$) $7,793 $10,921 $3,128 

Employment 
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Jobs are created from the economic activity supported by biodiesel production. When the direct, 

indirect and induced jobs supported by biodiesel production and the industries that support 

biodiesel such as agriculture; feedstock collection and processing; fuel distribution; and technical 

support, the production of biodiesel in 2012 supported more than 64,000 jobs in all sectors of the 

economy. Had the tax credit been in place and production reached 1.3 billion gallons, an 

additional19,213 jobs would have been supported by the biodiesel industry. 

Similarly, biodiesel production of 1.75 billion gallons in 2013 reflecting reinstatement of the tax 

credit will support more than 112,000 jobs in all sectors of the economy, 30,000 more than 

would be supported by just meeting the RFS2 target of 1.28 billion gallons. 

Income 

Economic activity and associated jobs produce income for all households. The economic 

activities created by biodiesel production will be $3.2 billion in the pockets of American 

households in 2012. Had the tax credit been in place in 2012 and 2013 an additional $962 

million of household income would have been created in 2012 and nearly $1 .65 billion in 2013. 

Biodiesel represents a relatively small share of total diesel use and although domestic 

consumption will grow consistent with the RFS2 targets, biodiesel share of total diesel use will 

remain small. Continuation of the biodiesel tax credit has a meaningful impact on consumers 

when the RFS2 targets are met. Consumers are not expected to experience any significant 

increase in expenditures for biodiesel at a five percent blend if the biodiesel tax credit is 

extended. 

Value Added Output 

The economic activity generated by the spending of biodiesel producers will expand the size of 

the economy. As indicated earlier, this spending represents the purchase of output of other 

industries. The circulation of these dollars throughout the economy is reflected in additional 

value added output measured by GOP. As shown in Table 2, the biodiesel industry will support 

$6 billion (2012$) of GOP in the American economy in 2012 and nearly $7.93 billion in 2013. 

Had the biodiesel tax credit been in place in 2012 and 2013, the U.S. economy would be $1.8 

billion larger in 2012 and $3.1 billion larger in 2013. 

www.cardnoentrix.com 
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National Energy Security 

Biodiesel continues to play a major role in expanding domestic refining capacity and reducing 

this nation's reliance on foreign oil. The 4.6 billion gallons of biodiesel produced in the U.S. 

since 2005 have displaced an equivalent amount of imported diesel fuel with a clean-burning, 

efficient fuel that the EPA estimates reduces lifecycle greenhouse gas emissions by as much as 

86 percent compared to petroleum diesel fuel and creates 5.5 units of energy for every unit of 

energy that is required to produce the fuel. The U.S. imported 820 million gallons of diesel fuel 

(15 ppm and under Sulfur) during the first eight months of 2012 and is on track to import nearly 

1.2 billion gallons for the full year.6 

Conclusion 

Had the biodiesel tax credit been in place in 2012 an additional 300 million gallons of biodiesel 

would be produced. Reinstatement of the tax credit in 2013 will increase biodiesel production by 

an additional470 million gallons. The overall economy will benefit from the activity generated by 

additional biodiesel output created by reinstatement of the biodiesel tax credit. 

Had the tax credit been in place during 2012: 

• The biodiesel industry would have supported more than 83,000 jobs throughout the 

entire economy, 19,200 more than without the tax credit. 

• $4.4 billion of household income would have been generated, $962 million more than 

without the credit. 

• The economy measured by GOP would have been $1 .8 billion larger than otherwise 

Reinstatement of the tax credit for 2013: 

• Will support more than 112,000 jobs in all sectors of the economy, 30,000 more than 

would be supported by just meeting the RFS2 target of 1.28 billion gallons. 

6 EIA U.S. Imports of Petroleum and Other Liquids 
http://www.eia.gov/dnav/pet/pet_move_impcus_a2_nus_EPDXLO_imO_mbbl_m.htm 

www.cardnoentrix.com 



9 
f" ~ Carclno 
~ / ENTRIX 

Shaping the Future 

• $5.8 billion of household income will be generated, $1,6 billion more than without the tax 

credit, and 

• Value-added output will increase an additional $3.1 billion for a total contribution of 

nearly $11 billion to aggregate GOP. 

www.cardnoentrix.com 
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Alan Weber: Feedstock Insights on Biomass-based Diesel and planning for 2014 {15- 20 min.) 

OJ A- 20 minutes. 

I will moderate the panel. 

The NBB Conference is February 5, 6 and 7. 

This panel is planned as follows: 

Title: 

Date: 

The Future of the Renewable Fuel Standard 

Thursday, February 7, 2013 

Time: 8:30- 10:00 am 

location: The Mirage Resort and Casino in Las Vegas 

Conference Website: http://www. biodieselconference .org/2013/? AspxAutoDetectCookieSu pport= 1 

Please let me know if you would be interested in joining us on the panel. 

Thank you. 

Larry Schafer 

National Biodiesel Board 
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cost of corn resulting from the drought. The petitioners, backed by the livestock industry, argued that demand for 
corn for ethanol production placed upward pressure on grain prices during last summer's drought when corn and 
grain prices were skyrocketing. 

American Fuels and Petrochemical Manufacturers President Charles Drevna called the vote "outrageous/' saying it 
will raise military spending on costly biofuels despite a poor economy. He said the vote would create unnecessary 
competition for private sector refiners by allowing the military to build its own biofuels refineries. 

The refining sector expected the vote, according to an industry source who says the Senate has always been 
regarded as a higher hurdle to overcome in attempts to redress the RFS. The source says support in the upper 
chamber for biofuels stems from the handful of influential lawmakers from corn growing states who remain 
"recalcitrant" in protecting any measure that offers incentives and subsidies for the biofuel industry. 

Biofuels Support 

The Senate's support for biofuels could grow in the 113th Congress, as Democrats in the November elections 
expanded their majority to 55-45 and two new Democratic senators are biofuels advocates. Sen. Martin Heinrich 
(D-NM) and Mazie Hirono (D-HI) are both set to join the Energy and Natural Resources Committee. Both were 
previously House lawmakers who introduced or sponsored legislation to promote biofuels development. 

And Sen. Ron Wyden (D-OR) is slated to chair the energy panel that would consider any RFS reform or repeal 
legislation. The senator has previously floated bills that would revise the RFS, to eliminate what Wyden sees as a 
preference for ethanol, by creating a technology-neutral low carbon fuel standard (LCFS). However, while the 
senator has sought some changes to the RFS, it is highly unlikely he would consider a repeal push. 

A source with the LCFS Project -- a coalition of academic and research institutions examining the benefits of an 
LCFS -- had previously hoped an LCFS could gain traction in Congress as an alternative to the RFS, but is now less 
optimistic about debating broad federal changes to transportation fuels policy in the next Congress. 

Nevertheless, the New York University School of Law policy think tank Institute for Policy Integrity notified EPA 
Nov. 28 that it intends to sue the agency in federal appeals court if the agency fails to respond to a 2010 petition 
seeking a national LCFS --a program the group says would be a much more efficient way to significantly reduce 
greenhouse gas emissions from the sector than EPA's existing approach with the RFS's GHG reduction goals. 

Advanced biofuel industry consultants acknowledge shortfalls in the RFS' cellulosic ethanol mandate, which has 
been lowered in recent consecutive years due to a lack of production facilities. The oil industry argues that the 
industry should not have to pay millions of dollars in RFS compliance credits in order to meet the standard for a 
fuel that does not exist and has sued EPA for having to comply with the 2012 cellulosic mandate. There is a need 
to address the increasing difficulty in meeting the RFS' final 36 billion gallon biofuel target in 2022, the sources say. 

A fall brief issued by Ethanol Across America, a campaign launched by the pro-biofuels Clean Fuels Coalition, 
underscores the problems with the RFS. Although the "growing backlash" against the RFS' cellulosic mandate and 
other requirements "could ultimately unravel" the RFS, keeping the program "in place, as is, will have serious 
negative consequences/' the brief explains. "Because of the lack of available cellulosic biofuels, U.S. refiners can 
make a strong argument that they are being forced to buy something that does not exist; and, therefore, the 
requirement should be eliminated .... It is simply wrong to mandate implementation of RFS2 [the 2007 energy 
law's modified program that includes the cellulosic requirements] via the use of unknown or unproven 
technology." 

The brief says the growing problems with producing cellulosic ethanol to meet the RFS could also hurt the 
development of non-cellulosic advanced biofuels, which "is contributing to stunted growth." 

Biofuel industry consultants say one RFS change that would resolve the impasse over cellulosic ethanol is to end 
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the cellulosic mandate altogether, and allow it to be subsumed by the RFS' advanced biofuel category. The one 
advanced biofuel category would include any biofuel that can reduce greenhouse gases by SO percent compared to 
gasoline. Advanced biofuels, other than cellulosic ethanol, that are already at commercial scale would help meet 
the mandate while more advanced forms such as cellulosic ethanol are developed and commercialized. 

The fix, however, is too risky to implement in the new Congress because it could make the RFS vulnerable to attack 
by API and others seeking to use legislation to modify the RFS as a vehicle for outright repeal. 

Still, the refinery industry source says that as the RFS' problems -- including credit fraud and the failure of cellulosic 
ethanol producers to meet production targets - could ultimately create enough support for reform or repeal. The 
source cites as proof of Senate interest in renewable fuel policy reforms the Senate's vote in 2011 to end import 
protections for corn ethanol along with the ethanol blending subsidy -- the volumetric ethanol excise tax. The 
source says "the reasons for a fix" will eventually outweigh the political desire to avoid RFS changes, but notes that 
might take many months. 

EPA Fixes 

Given the apparent impasse in the Senate over renewable fuels legislation, any changes the biofuels sector will 
seek for the RFS in 2013 are likely to focus on what EPA could fix through regulation, sources say. Possible 
measures to achieve those goals include the agency's pending "Tier Ill" fuel and engine emissions rules. 

The automakers and the biofuels community have raised concerns about possible adverse impacts in meeting fuel 
economy standards for 2017-2025 model year vehicles in tandem with new tighter Tier Ill gasoline sulfur limits. 
Automakers say that tightening sulfur levels in gasoline would increase particulate matter emissions from vehicles 
with engine and fuel injection specifications needed to meet the new fuel economy standards. 

The biofuel community says one possible solution to the problem would be to use higher blends of ethanol in the 
vehicles to both reduce the level of sulfur in gasoline and eliminate the soot problems. Renewable fuel proponents 
say higher biofuel blends would resolve the soot issue, especially in high compression engines that the automakers 
are already building to meet upcoming fuel economy standards. The new car engines will need higher octane fuels 
that can easily be derived from both conventional and cellulosic ethanol at an affordable cost. 

The sources say cars that can run on higher blends of ethanol would also help meet the RFS' 36 billion gallon 
mandate by creating a larger market for the fuels above the currently available 10-percent blends {E10), to include 
blends up to E20 and E30. Ford has already started marketing its latest line of Eco Boost engines as certified to run 
on E15, a blend that the agency approved last year for use in a limited number of model year vehicles. 

The biofuel proponents say they will work with the White House Office of Management and Budget (OMB) in the 
coming year to discuss ways to resolve the soot concerns through prescriptive changes in the Tier Ill rules. OMB 
officials have told the sources that the White House is interested in hearing from industry on fuel economy 
concerns, and the interrelationship between fuel economy standards, the RFS and the pending gasoline rules. 

The sources say Tier Ill regulations could be used to alter the emissions test fuel EPA uses in order to better reflect 
the ethanol levels that are currently available to consumers, such as E10 blends or higher. Currently, EPA uses a 
zero-percent ethanol blend to establish baseline emissions in vehicles, which the sources argue provides an 
inaccurate measure when judging the performance of newer fuel efficient vehicles, and could undermine the 
automakers attempts to build more efficient engines to meet the 2017 rules. Newer vehicle engines will perform 
better on fuels with higher octane levels, such as gasoline blended with ethanol, sou rces say. -- John Siciliano 
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Historically, you have participated in many discussions with the NBB and we appreciate your insights and points of 
view related to the RFS and the Biomass-based Diesel Program. We would like you to join us once again to 
highlight a discussion on the RFS and Biomass-based Diesel. 

Outline of Discussion and Topics: 

Paul Argyropoulos: Discussion and Overview of the RFS and EPA's view of what may likely happen in 2013 (25- 30 
min.) (RIN Issues will be discussed on different panel) 

Gene Gebolys: NBB's Working Group on Biomass-based Diesel and planning for 2014 {15- 20 min.) 

Alan Weber: Feedstock Insights on Biomass-based Diesel and planning for 2014 (15 - 20 min.) 

OJ A- 20 minutes. 

I will moderate the panel. 

The NBB Conference is February 5, 6 and 7. 

This panel is planned as follows: 

Title: The Future of the Renewable Fuel Standard 

Date : Thursday, February 7, 2013 

Time: 8:30- 10:00 am 

Location: The Mirage Resort and Casino in Las Vegas 
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1331 Pennsylvania Ave. NW 

Suite 505 

Washington DC 20004 

From: Larry Schafer 
Sent: Thursday, January 24, 2013 7:47 PM 
To: 'Argyropoulos.Paul@epamail.epa.gov' 
Subject: RE: National Biodiesel Conference- Presentation Reminder 

Paul, 

I have an idea on the NBB Conference ... 

Would you be interested in pre-taping a video of your presentation- where you would spend 20 minutes or so 
discussing the expectations from EPA and the RFS in 2013? 

My thought is that if we pre-tape a video ... folks would get the content- as if it were live- which makes them 
happy ... 

And then others on the panel can deal with the 0/A's ... 

I will probably add Sandra Franco to the panel to discuss the pending legal issues ... 

Let me know if you're up for it ... 

We could film your presentation at our offices if you don't want to deal with your guys ... 

Just a thought ... let me know ... 
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·· NO, I do not agree to posting my session slides to the conference website and presentation printing room. 
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